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A  Review  of  Regional  Development  Theory 

Mik  h  effort  has  been  expended  in  attempting  to  understand  how 
economic  development  occurs.  Too  often  those  efforts  have  focused  on 
t  lie  national  level  and  employed  highly  aggregated  statistical 
information.  That  aggregation  has  often  obscured  the  vital  factors  and 
relationships  that  have  been  quite  important  for  the  development  of  a 
country.  Focusing  on  a  less  aggregated  source  of  data,  at  the  regional 
level,  is  a  potentially  more  fruitful  approach  for  those  interested  in 
unilerstanding  the  development  process. 

On  reviewing  the  literature  on  economic  development  1  found  no 
recent  works  that  updated  and  summarized  theories  that  apply 
specifically  to  regions.  This  note  is  an  attempt  to  fill  that  gap  by 
reviewing  the  theoretical  debate  on  how  economic  development  or 
stagnation  occurs  in  one  area  that  is  part  of  a  larger,  multiregional 
entity.  I  intend  to  identify  and  describe  the  basic  aspects  of 
important  theories  of  regional  development  in  order  to  better  recognize 
cause  and  effect  relationships  that  may  otherwise  be  less 
understandable  in  the  study  of  a  national  economy. 

A  perusal  of  the  literature  on  regional  economic  development 
reveals  that  the  process  is  not  clearly  understood.  Two  notable 
reasons  for  a  lack  of  clarity  are  the  complexity  of  the  development 
process  and  the  need  for  much  more  empirical  analysis.  Rconomic  change 
i<-sults  from  intricate  interaction  of  activities  within  a  region, 
between  regions,  and  with  other  countries.  Inability  to  perceive  the 
entire  complex  process  and  formulate  perceptive  questions  about  it 
contributed  to  the  lack  of  insightful  answers  about  development. 


Failures  c«f  devp l<.)y)ed  countries  to  identify  all  important  factors  and 
completely  ncurd  their  development  in  comparable  terms  have  also,  in 
many  cases,  severely  limited  data  availability  and  the  construction  of 
testable  models.  This,  in  turn,  led  early  theorists  to  attempt  to 
explain  regional  development  in  terms  of  its  single  most  important 
cause,  with  other  factors  relegated  to  insignificance.  The  toil  of 
measuring,  m<.>deling,  and  testing  potentially  pertinent  motivators  of 
the  process  continue  to  inhibit  analysts.  Notwithstanding  these 
problems,  tlieorists  have  uncovered  important  cause  and  effect 
relationships  that  seem  to  influence  regional  development  or 
stagnation.  The  key  aspects  of  their  formulations  will  be  reviewed  in 
this  note. ^ 

Since  early  understandings  of  development  often  emphasized  a 
single  imporlatit  cause  or  mechanism,  I  begin  this  theory  review  by 
summarizing  three  hypotheses  which  focus  on  somewhat  different  primary 
causes  of  regional  development.  They  include  the  Heckscher-Ohl in 
application  of  the  neoclassical  growth  model,  the  export  base 
hypothesis,  and  the  growth  pole  mechanism.  These  will  be  followed  by  a 
synopsis  of  the  more  comprehensive  conception  of  progress  proposed  by 
W.  W,  Rostow,  a  perception  of  regional  development  in  stages.  Next  I 
will  treat  the  theoretical  propositions  of  Gunner  Myrdai  and  Albert  0. 
Hirschman,  whose  ideas  have  been  particularly  important  in 
understanding  regif)nal  backwardness.  To  round  out  the  chapter  with  an 
increasingly  prominent  view  on  backwardness,  I  will  review  hypotheses 


on  internal  colonialism. 
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Heckscher-Ohlin  Implications 


Neoclassical  economists  often  identified  trade  as  the  motor  of 
development  in  a  region  of  a  country.  The  Heckscher-Ohlin  hypothesis 
is  one  important  neoclassical  example. ^  It  holds  that  "in  each  region 
...  commodities  containing  a  large  proportion  of  dear  factors  are 
imported,  and  those  containing  a  large  proportion  of  cheap  factors  are 
exported. From  this  it  follows  that  each  region  tends  to  specialize 
in  producing  commodities  incorporating  relatively  large  quantities  of 
productive  inputs  which  are  relatively  abundant  in  that  locality.^ 

This  suggests  a  number  of  things  about  regional  development. 

First,  llie  beginning  of  development  is  heavily  dependent  on  the 
emiowment  of  exploitable  natural  resources  within  the  locality.*  From 
this  it  follows  that  the  relative  abundance  of  capital  or  labor  is  less 
important  in  determining  a  region’s  initial  comparative  advantage  in 
trade.  However,  as  time  passes  and  trade  expands,  the  levels  of 
capital  and  labor  in  an  underdeveloped  region,  relative  to  capital  and 
labor  in  more  developed  regions,  become  more  important  in  influencing 


industrial  development.  As  some  natural  resources  are  eventually 
depleted  or  become  too  costly  to  exploit  and  as  capital  and  labor 


migrate  in  response  to  regional  factor  price  differentials,  regional 

comparative  advantage  will  tend  to  change.®  Although  factor  movements  - ■ 

For 

tend  to  equalize  prices  among  regions,  some  factor  price  differentials  ii 

□ 

may  widen  as  factors  move,  bolstering  trade  even  more.  To  the  extent  a  q 

1  on _ j 

transfer  relations  improve  and  economies  of  large-scale  production  are _ .  ^ 

Mcliieved,  development  will  ensue.’  As  the  combined  real  incomes  of  the  “  t 

on/ 

trading  I'egions  rise,  commercial  interaction  will  tend  to  increase  Ity  Codes 

and/or 

Olst  j  Special 
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further.^  Thiiughciit  this  time,  locations  containing  production 
facilities  ^ith  greater  comparative  advantage  will  develop  more 
rapidly.  In  the  process,  other  regions  may  lose  their  parts  of  these 
industries. 3  Nevertheless,  such  loses  will  be  temporary  and  in  the 
longer  term  real  wages  and  development  levels  will  tend  to  converge. 

The  factors  affecting  growth  and  the  process  posited  by  the 
Heckscher-dhi  in  hypothf^sis  arc  sketchy.  They  do  not  identify  an 
initial  impetus  to  growth  but  assume  that  as  trade  increases  between 
regions  of  a  country  and  with  other  countries  growth  follows.  In  a 
real  sense,  the  developmental  aspects  of  trade  suggested  above  arc  less 
an  explicit  model  than  implicit  extrapolations  from  trade  theory.  Even 
so,  those  inferences  are  of  value  in  explaining  regional  development, 
since  interregional  and  international  trade  are  shown  to  have  the 
potential  to  induce  growth  in  less  developed  regions. 

The  hypotiiesis  highlights  the  importance  of  exploitable  resources 
in  the  earliest  stages  of  development  and  conversely  suggests  the 
difficulty  facing  a  backwarrl  region  without  such  assets  or  other 
locational  advantages.*^  It  also  emphasizes  the  necessity  for 
efficient  and  relatively  inexpensive  transportation  and  effective 
communication  to  allow  eirfuiomie  actors  in  the  regional  economy  to 
marshal  its  capital  and  labor  resources  to  exploit  changes  in  relative 
prices.  While  it  predicts  that  as  the  country  experiences  economic 
growth,  regional  development  and  adjustment  to  national  markets  will  be 
along  interindustry  lines,  empirical  evidence  suggests  intra-industry 
adjustment  is  more  important  for  increased  efficiency  and  growth. 
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Export  Base  Hypothesis 

A  poiiular  uiiderstanding  of  the  way  trade  may  produce  growth  is 
expressed  with  the  idea  of  an  "export  base.''^^  Richardson’s  succinct 
definition  of  this  concept  "states  that  the  regional  growth  rate  is  a 
function  of  regional  export  performance.”*'*  The  study  of  the  effects 
of  export  performance  on  growth  has  many  contributors*^  but  North  is 
probably  the  best  known  in  the  US  for  his  work  on  the  subject.*® 

North’s  formulation  of  the  hypothesis  assumes  that  development 
around  a  common  export  base  defines  an  economic  region  and  ties 
together  the  outcomes  of  the  area.  The  export  base  is  so  important 
because  of  its  significant  influence  on  the  level  of  income  and  the 
amount  of  residentiary,  secondary,  and  tertiary  activities  that  develop 
in  a  region.  In  addition,  since  the  success  of  the  export  base 
determines  the  rate  of  growth  of  a  region,  to  understand  the  growth, 
one  must  examine  locational  factors  that  enabled  staple  commodities*^ 
to  obtain  their  key  position  in  trade.  North  found  that  a  newly 
settled  region  will  tend  to  increase  its  dependence  on  staples  since 
its  residents  and  various  government  agencies  will  tend  to  work  to 
reduce  processing  and  transfer  costs  and  outside  capitalists  will  tend 
to  reinvest  in  established  staples.  Importantly,  the  theory  does  not 
rely  on  growth  of  an  export  base  of  finished  manufactures  for 
continued  regional  progress.  It  assumes  that  a  significant  amount  of 
secondary  and  tertiary  Industrial  activity  tends  to  develop  in 
proportion  to  the  success  of  the  export  base.  As  demand  for  a  region’s 
exports  increases  or  costs  decrease,  growth  tends  to  be  uneven  as 
investment  is  induced  throughout  the  area.  That  investment  will  come 
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from  iiid i gthjiis  savings  and  earnitigs  of  investors  from  outside  wlio 
support  IS"  [itaxlucts,  initially  to  satisfy  local  demand  but  later  also 
for  expoi t .  As  time  passes,  the  diversity  of  production  will  become  so 
great  tt.it  the  st.-iiile  base  is  less  distinguishable.  Factor  mobilit;- 
will  tend  to  nicrease  and  per  capita  income  to  equalize  between 
r  egions .  ■ '' 

In  support  of  this  theory,  empirical  tests  confirm  that  a  region's 
export  base  can  be  a  powerful  force  for  growth. Analysts  also  find 
its  multiplier  feature  appealing.  One  reason  is  its  use  to  estimate 
the  magnitude  of  regional  economic  activity  from  G.N.P,,  a  datum  often 
much  more  readily  available  than  i-egional  data.  However,  focusing  on 
the  export  bas*^  also  has  shortcomings.  The  hypothesis  is  preoccupied 
with  export  considerations  and  neglects  the  impact  of  regional  size  and 
other  factors  affecting  regional  income. Another  shortcoming  is  its 
emphasis  on  new  settlements,  while  neglecting  less  developed,  long 
settled  regions.^'  In  addition,  defining  and  measuring  the  export  base 
is  extremely  difficult.-^  Export  base  theory  emphasizes  some  benefit.s 
sometimes  associated  with  growth  poles  but  neglects  the  negative 
effects  also  associated  with  points  of  growth. In  sum,  although 
research  confirms  that  export  base  considerations  are  useful  and  even 
necessary  as  part  of  a  comprehensive  theory  of  regional  development, 
they  are  insufficient.^’  The  theory  does  not  identify  a  growth  starter 
and  explains  only  part  of  the  growth  process  by  itself. 
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Growth  Poles 


Rather  than  relying  on  market  forces  to  fully  explain  regional 
economic  development,  growth  pole  theory  emphasizes  spatial  aspects  of 
the  process.  After  studying  relatively  backward  countries,  Perroux 
developed  the  view  that  "growth  does  not  appear  everywhere  at  the  same 
lime;  it  becomes  manifest  at  points  or  poles  of  growth,  with  variable 
intensity;  it  spreads  through  different  channels,  with  variable 
terminal  effects  on  the  whole  of  the  economy. 

The  theory  states  that  poles  or  foci  of  economic  activity  exert 
centrifugal  and  centripetal  forces  producing  fields  which  interact  with 
otlier  force  fields  of  other  economic  foci.^®  Each  "polarized  region" 
has  parts  which  complement  and  support  other  parts  and  exchange  more 
goods  and  services  with  a  dominant  intraregional  urban  center  or  pole 
than  with  other  regions. In  the  dominant  urban  center  there  will 
tend  to  be  a  "propulsive"  oligopolistic  firm  or  industry  that  greatly 
influences  suppliers  and  customers  making  the  agglomeration  to  which  it 
belongs  the  pole  of  its  region.^®  As  the  propulsive  industry  grows, 
its  growth  fosters  increases  in  investment,  employment,  and  increased 
payments  to  factors  of  production.  This  in  turn  will  generate  further 
growth  in  the  region. ^9  Stated  in  a  f«  w  words,  growth  pole  theory 
posits  that  economic  development  begins  with  and  continues  to  be 
motivated  by  large  industrial  ventures. 

Similar  ideas  of  growth  spreading  from  one  area  to  others  have 
been  recognized  by  a  number  of  development  analysts.  Myrdal  spoke  of 
effects  that  emanated  from  "centers  of  economic  expansion"®®  and 
Hirschman  spoke  about  effects  of  "growing  points."®^ 


Although  most 
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discussants  iJentLfy  growth  poles  with  urban- industr i al  centers, 
Friedmann  expressed  similar  ideas  for  broader  areas  with  the  terms 

"c:ore"  and  "p<  ri  phery.  Burns  built  on  the  general  concept  and 

differentiated  even  further  with  the  terms  "integrated  core," 
"integrated  periphery,"  aiid  "uninlegrated  hinterland"  to  describe 
cyclical  aspects  of  spreading  growth. 

Evidence  does  not  fully  support  the  central  proposition  of  the 
basic  growth  pole  concept,  that  propulsive  firms  or  industries  cause 
other  enterprises  to  develop. Even  if  support  were  unambiguous,  this 
theoretical  formulation  tells  us  very  little  about  the  development 
process.  The  growth  pole  idea  only  predicts  that  once  dynamic  growth 
has  begun  it  will  tend  to  continue.  Basic  fiuestions  remain.  How  does 
growth  begin  and  sustain  itself?  The  failure  to  answer  these  and  other 
questions  severely  limits  the  utility  of  the  growth  pole  concept.  Like 
the  previous  two  perspectives  on  growth,  this  hypothesis  of  development 
is  incomplete.  However,  it  should  probably  be  considered  in  a  general 
form  in  any  comprebens i ve  theory  of  regional  development.  The  impact 
of  growth  centers  in  the  process  of  development  is  much  better 
understood  within  the  context  of  comprehensive  regional  economic 
development  theories  and  will  be  discussed  further  below,  with  the 
ideas  of  Hirschman  and  My r dal. 


lopnient  in  Stages 


One  t  lieory  t  hat  siiarked  a  great  deal  of  inteiest  views  the  process 
of  economic,  deveiopmen t  in  stages  of  structural  change  that  follow  the 
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Introduf I  ion  of  new  technology  or  the  emergence  of  entrepreneurial 
talent.  The  changes  in  technology  or  talent  are  thought  to  originate 
within  a  region  and  so  neither  interregional  nor  international  trade  is 
considered  the  impetus  for  growth. 

K,  W.  Rostow’s  conception  of  five  stages  of  growth  for  each  region 
or  country  is  one  of  the  best  known.  They  are  (first)  the  traditional 
society,  (second)  establishing  the  preconditions  for  take-off,  (third) 
take-off,  (fourth)  the  drive  to  maturity,  (fifth)  the  age  of  high  mass 
consumption. 

According  to  Rostow,  the  first  stage  of  development  begins  in  a 
traditional  society  where  people  are  primarily  employed  in  agricultural 
production  for  personal  consumption.  Traditional  technology  is  used 
and  there  is  general  antipathy  toward  modernization.  The  social 
.structure  is  rigid  and  not  motivated  toward  economic  structural  change. 

Preconditions  for  takeoff  are  established  over  several  decades  as 
people  start  to  believe  that  economic  progress  is  possible  and  as 
education  spreads  to  a  greater  percentage  of  people.  Enterprising 
people  begin  to  favor  economic  changes  and  seek  modernization  by 
increasing  the  rate  of  productive  investment  and  by  increasing  their 
influence  in  the  community.  Institutions  for  mobilizing  financial 
capital  are  organized.  People  begin  to  apply  modern  science  to  the 
production  process  and  agriculture,  the  extractive  industries, 
transporl at  ion  and  communications  are  improved.  Although  most  of 
society  remains  in  the  traditional  mode,  internal  and  external  trade  is 
more  widespread.  Some  manufacturing  companies  become  established  but 
absolute  and  per  capita  output  grow  slowly.  At  some  point  the  take-off 


stage  is  reached. 


10 


Takt  -off  o>  I'urs  when  ^ resistance  to  ■odernii:atioii  is 
overcome.  Technology  or  political  action  provide  a  stimulus  to  the 
economy.  Gro'^th  takes  place  throughout  the  region  and  it  comes  to  be 
expected  and  encouraged  by  political  entities.  Agricultural  laboi- 
declines  from  abcjut  75  to  about  10  perc^ent  of  the  work  force.*'  In 
this  "decade  or  two"  the  societ>  and  economy  are  changed  so  that  a 
steady  rate  cjf  growth  can  he  maintained.’*^  Rostow  view  associates 
take-off  with  "a  rise  in  thc'  r.ale  of  productive  investment  ...  to  over 
10  pc'rcent  of  [  regional  j  income,"  the  "development  of  one  or  mcjre 
substantial  manufacturing  sectors,  with  a  high  rate  of  growth,"  and  the 
"existcuicc  or  quick  emergence  of  a  political,  social  and  institutional 
framework"  that  promotes  mouern  economic  growth.^®  Regions  that  have 
not  gone  beyond  the  first  three  stages  are  usually  referred  to  as 
underdevelo|ied  or  less  developed. 

Once  take-off  is  achieved  the  economy  drives  to  maturity.  During 
this  phase  10  to  20  percent  of  regional  income  is  invested.  The 
adoption  <)f  scientific  and  technical  advances  in  industry  are  felt 
throughout  the  economy,  increasing  productivity.  The  proportion  of  the 
laboi’  force  employed  in  agriculture  continues  to  decline  to  about  20 
percent  oi  less.*®  Production  is  quite  diversified  and  new  leading 
sectors  emerge.  Growth  pervades  the  production  structure  as  the 
economy  ex[ieriences  a  long  period  of  sometimes  irregular  progress. 
Maturity  is  reached  "when  a  society  has  effectively  applied  the  range 
of  (then)  modern  technology  to  the  bulk  of  its  resources."** 

Eventual Iv  the  age  of  liigh  mass  consumption  is  reached.  One  of 
its  characteristics  is  the  relative  slowness  of  structural  change.  In 
this  stage  a  relatively  large'  proportion  of  production  comes  from 
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(onsum^t  ijoods  industries  where  new  technology  has  become  very 
i mpoi  Laiit  .  Although  a  high  level  of  goods  production  continues,  the 
services  sector  expands  greatly.^^ 

Rostow’s  ideas  have  received  large  amounts  of  support  and 
'  I  i  I  i  c  i  sin.  ^  ^  Many  critics  look  for  specific  indicators  that  delineate 
the  lieginniiig  and  end  of  each  stage  and  are  always  and  everywhere 
present  as  regions  or  countries  develop.  However,  Rostow  did  not  seem 
to  intend  such  stringency.  He  held,  that  in  the  complexity  of  the  real 
world,  asiiectb  of  preceding  and  succeeding  stages  may  overlap^^  or 
phase  into  each  other. Rt>stow  associated  a  major  role  in  growth  to 
leading  sectors.  His  description  of  the  way  those  sectors  motivate 
growth  brings  to  mind  similar  features  of  growth  poles. I  believe 
ills  recognition  of  the  importance  of  human  initiative  or  "ideas, 
attitudes,  and  aspirations"  as  a  base  for  modern  development  is  an 
imiiorlaiit  feature.  ^ Ab<jut  some  points  Rostow  is  very  specific,  while 
on  others  lie  is  much  more  general.  The  fact  remains  that  his 
relatively  detailed  model  is  important  because  it  provided  an 
analyllcal  framework  that  identifies  factors  that  have  been  accepted  as 
crui  ial  in  the  process  of  growth.  Although  his  description  of 
development  is  not  as  verifiable  or  absolute  as  many  would  like,  it 
identifies  general  parameters  that  provide  useful  first  approximations. 
Therefore,  I  believe  his  work  should  be  considered  a  major  contribution 


to  the  field.'*^ 


li: 

Mvrdal’s  Picture  of  Circular  and  Cuaulative  Causation 

The  most  widely  known  writer  on  the  theory  of  less  developed 
regions  is  probably  Gunner  Myrdal.'**  In  studying  the  ways  regions 
develop  or  fall  behind  others,  Myrdal  found  backward  regions  caught  in 
what  appeared  to  he  a  "vicious  circle."^®  Changes  in  an  economy  didn’t 
normally  Vail  forth  countervailing  changes  but  ...  supporting  changes, 
which  move  the  system  in  the  same  direction  as  tlie  first  change  but 
much  further.  Because  of  s»k  h  circular  causation  a  social  process 
tends  to  bet ome  cumulative  and  often  to  gather  speed  at  an  accelerating 
rate. As  a  result,  in  disagreement  with  neoclassical  theory,  Myrdal 
held  that  economic  systems  do  not  tend  toward  an  equilibrium  but  "the 
play  of  the  forces  in  the  market  normally  tends  to  increase,  rather 
than  to  decrease,  the  inequalities  between  regions. 

Myrdal  associated  the  beginnings  of  growth  with  locational 
advantages  and  felt  increasing  internal  and  external  advantages  would 
allow  advantaged  regions  to  continue  to  remain  ahead  of  others. 

While  some  regions  grew,  others  tended  to  experience  "relative 
stagnation  or  regression"  due  to  "backwash  effects. "5^ 

Myrdal  also  found  "centrifugal  'spread  effects’  of  expansionary 
momentum  from  the  centers  of  economic  expansion  to  other  regions. "55 
Unfortunately,  since  the  strength  of  spread  effects  is  dependent  on  the 
level  of  development  already  achieved  by  a  region,  spread  effects  in 
rather  l)ackward  regions  may  l)e  insufficient  to  overcome  backwash 
effects. 56  On  one  hand,  he  noted  that  once  Western  European  countries 
began  to  develop  they  tended  to  initiate  policies  to  achieve  greater 
regional  equality,  supporting  spread  effects.  On  the  other  hand,  he 
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thou'^lil  that,  ill  less  developed  countries,  where  market,  forces  had  "been 
ijiveii  ft>e(  play,"  backwash  effects  would  tend  to  prevail.^' 

Fmpirical  analjsis  has  provided  significant  support  for  key 
fxplanatory  factors  of  Myrdal’s  theory.  For  one,  growth  tends  to  be 
ciiniulati\e  in  places  that  have  somehow  been  able  to  grow  more  rapidly 
than  others.’’^  Backwash  effects,^®  linkages  to  more  advanced  areas, 
and  spread  effects®®  seem  to  be  important  in  explaining  differential 
dec e lopment .  Evidence  also  supports  the  idea  that  backward  but 
iie\t loping  countries  experience  increasing  regional  per  capita  income 
disparity.  But  as  they  achieve  greater  development  there  seems  to  be 
iiu  l  easing  convergence,  wliich  is  not  emphasized  by  Myrdal.®^  Evidence 
suggests  diminishing  returns  to  public  investment  in  aiding  development 
of  poor  regions®^  and  contradicts  the  idea  that  the  operation  of  the 
market  mechanism  will  retard  the  development  of  a  backward  region.®^ 
However,  these  contradictions  do  not  strike  at  the  heart  of  Myrdal’s 
t  liec.iry . 

Myrdal's  picture  of  regional  development  predicts  that  if  one 
region  of  a  country  starts  to  develop  before  others  in  that  country,  it 
lias  a  high  probability  of  growing  faster  and  becoming  much  more 
productive  than  its  competitors.  However,  development  for  those 
itgions  that  have  fallen  behind  will  be  much  slower.  In  fact,  regions 
ill  markel  orieiiti-d,  less  developed  countries  would  most  probably  not 
catch  up  with  the  more  advanced  regions  but  fall  farther  and  farther 
bihirid.  This  is  a  scenario  that  is  somewhat  similar  to  ideas 
incorporated  in  the  "internal  colonialism"  model  to  be  discussed  below. 


Hirbchaan’s  Vision  of  Regional  DevciopBent 
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In  1957  independent  works  by  Myrdal®^  and  HirschBan®^  were 
published  that  came  tC)  many  of  the  same  conclusions  about  regional 
development  and  underdevelopment.  Since  that  time,  they  have  often 
been  mentioned  together  when  income  ineiiuality  among  developing  regions 
is  discussed.  However,  Hirschman  had  a  slightly  different  emphasis  and 
came  to  some  different  conclusions  about  the  prospects  for  the 
development  of  backward  regions. 

Like  Mjrdal  and  others,®®  Hirschman  recognized  that  development  in 
a  region  can  be  retarded  "by  a  series  of  'interlocking  vicious 
circles’."®^  But  Hirschman  believed  that  once  development  has  begun, 
"powerful  forces  make  for  a  spatial  concentration  of  economic  growth 
around  the  initial  starting  points"®®  and  that  "the  circle  is  likely  to 
become  an  upward  spiral  as  all  the  prerequisites  and  conditions  for 
development  are  brought  into  being."®® 

Hirschman  found  that  if  an  economy  is  to  achieve  higher  levels  of 
income  for  its  citizens,  "growing  points"  or  "growth  poles"  must 
emerge.’®  Therefore,  the  spatial  distribution  of  economic  development 
will  be  geographically  uneven  within  a  country  and  progressive  and 
traditional  production  may  even  take  place  side  by  side.  Growth  in  one 
place  will  cause  "pressures,  tensions,  and  compulsions  toward  growth  at 
subsequent  points."  However  the  tendency  for  growth  not  to  spread 
quickly  but  "round  itself  out  ...  along  clearly  marked  geographic 
lines"  within  growing  points  results  in  growing  disparity  between 
progressive  and  backward  regions,  or  "dualism.”’* 
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Suc'cessful  groups  of  people  Lend  to  exaggerate  their  worth  over 
■  ther  gfiMips  or  i-egiotis.  As  a  consequence,  they  almost  force 
tiiemselves  to  contiiuu'  to  be  successful,  trying  to  live  up  to  their 
image  as  hard  workers. "Xq  the  extent  that  this  happens,  a  climate 
pat’Litularlj  favorable  to  further  growth  will  actually  come  into 
existence  in  the  sectors  or  regions  that  have  pulled  ahead,  and  this 
will  confirm  ttie  economic  operators  in  their  preference  for  these 
legions  and  make  it  somewhat  less  irrational. In  response,  less 
de\ eloped  groups  or  regions  try  to  challenge  claims  of  their  more 
fortunate  countrymen  by  charging  them  with  "crass  materialism,  sharp 
practices,  and  disregard  for  the  country’s  traditional  culture  and 
spiritual  values.  This  alienation  may  in  turn  cause  investment  to 
be  focused  around  pioneering  growing  points. 

Hirschman  called  growing,  more  advanced  regions  the  "North"  and 
backward  regions  the  "South."  Favorable  effects  of  Northern  growth  on 
t  lie  South  were  called  "trickling  down"  and  unfavorable  effects 
"polarization."  These  directly  correspond  to  Myrdal’s  "spread"  and 
"backwash"  effects.^®  "The  increase  of  Northern  purchases  and 
investments  in  the  South"  were  considered  the  most  important  potential 
Iri  'kle-down  effects,  and  followed  if  the  economies  of  North  and  South 
were  somewhat  complementary.  A  second  positive  effect  occurs  if  the 
North  absorbs  "some  of  the  disguised  unemployed  of  the  South  and 
thereby  raise  the  marginal  productivity  of  labor  and  per  capita 
ccmsumption  levels  of  the  South."  However,  if  internal  migration 
iinolves  primarily  the  key  technicians,  managers,  and  the  more 
eiil erprising  young  people  of  the  South,  very  serious  polarization  may 
n  sull.  In  addition.  Northern  competition  may  depress  relatively 


inefficient  Sonihern  manufacturing  and  export  industries.  Tiiirdly,  ir 
Northern  industry  develops  products  not  produced  in  the  South,  the- 
South  may  have  to  buy  Northern  manufactures,  produced  within  tarlfl 
walls,  instead  of  purchasing  similar  items  that  are  available  at  lower 
prices  from  abroad.’^  Along  with  the  loss  of  skill  and  initiative, 
much  of  the  small  amount  of  money  capital  the  South  accumulates  will 
also  probably  nto\  e  North. 

Notw i t.listand i ng  the  apparently  great  potential  for  polarization 
effects,  Hirschman  was  confident  that  eventually  trickle-down  effects 
would  make  themselves  felt.  He  saw  three  possibilities.  If  the  North 
is  largely  dependent  on  the  South  for  inputs  to  its  own  development, 
first,  a  rise  in  prices  of  Southern  products  would  relatively  quickly 
cause  a  rise  in  Southern  production.  A  less  satisfactory  possibility 
is  that  a  slowdown  in  Northern  development  may  follow  increasing  costs 
of  material  and  labor.  An  even  worse  situation  may  result  if 
trickl ing-clown  is  precluded  because  the  North  chooses  not  to  procure 
most  of  its  primary  products  from  the  South  but  imports  them  or 
develops  its  own.  This  would  tend  to  retard  the  South. However,  as 
industrial  expansion  congests  the  North  and  is  limited  by  an 
insufficient  domestic  market,  trickle-down  effects  will  spread  to  the 
South.  In  addition,  like  Myrdal,  Hirschman  thought  political  forces 
will  tend  to  cause  public  investment  in  backward  areas.®® 

Criticism  and  support  of  Hirschman's  ideas  closely  parallel 
critiques  of  Myrdal ’s  ideas,®*  The  idea  of  circular  and  cumulative 
develnpraetil , polarization®®  and  trickl ing-down  effects®^  all  receive 
support  from  empirical  studies.  Although  there  is  some  difficulty  in 
i  iiteriT'd  i ng  the  results  of  some  studies,  Hirschman’s  idea  that 
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regional  per  capita  incomes  initially  diverge  then  converge  seems  to 

represent  reality. 

Hirschman’s  conception  of  the  way  regional  development  takes  place 
in  backward  regions  agrees  with  Myrdal’s  picture  of  increasing 
disparity  between  the  advancing  North  and  backward  South.  However, 
while  Myrdal  determined  that  development  of  a  backward  region  cannot 
occur  without  Government  assistance,  Hirschman  posited  that 
tr ickl ing-down  effects  would  eventually  tend  to  predominate  in  the 
South,  and  convergence  would  ensue.  Hirschman  even  called  Myrdal’s 
analysis  "excessively  dismal."^*  At  the  same  time,  Hirschman  accepted 
an  important  place  for  Government  intervention  for  those  unusual  and 
difficult  cases  when  things  fail  to  support  development. 


Internal  Colonialism 

In  addition  to  the  less  optimistic  picture  of  development  set 
forth  by  Myrdal,  there  is  a  body  of  literature  known  as  "internal 
colonialism  theory"  that  Hirschman  might  call  excessively  dismal.  The 
backbone  of  this  perspective  is  the  idea  that  domination  and  subjection 
of  one  native  group  by  another  within  a  country  causes  regional 
economic  backwardness.®^  Most  often,  adherents  consider  backward 
regions  to  be  the  internal  colonies  of  developing  urban  centers  or 
productive  agricultural  regions.®®  Beyond  that,  however,  writers  are 
seldom  agreed  on  other  basic  aspects  of  the  theory.  Some  writers 
emphasize  cultural  or  social  domination,®*  while  others  focus  on 
"economic-political"  subjection.®*  Stavenhagen  even  thought  cultural 


or  ethnic  differences  change  into  class  problems  as  the  dominant 
cultural  group  takes  control  and  capitalism  takes  over  the  regional 
econoro\.^‘  Witli  this  in  mind,  the  most  comprehensive  sketch  of  the 
socioeconomic  features  of  the  model  was  probably  provided  by  Hechter. 

In  Hecliter’s  understanding,  somehow  modernization  begins  and 
spreads  une\enly  throughout  a  country.  As  a  result  of  a  lack  of 
uniformity  in  that  change,  some  groups  of  people  advance  more  than 
others  and  the  distribution  of  resources  and  power  tend  to  favor  an 
advanced,  "core"  group.  The  leading  group  tries  to  perpetuate  its 
advantageous  positif)n,  trying  to  obtain  control  of  society  so  that  life 
roles  with  higher  status  are  assigned  to  its  members.  People  from  less 
advanced,  "peripheral,"  groups  are  kept  from  those  roles.  This  helps 
produce  cultural  differences  between  core  and  periphery  groups.  People 
eventually  identify  themselves  with  the  potential  roles  they  are 
allowed  or  expected  to  play.  That  identification  is  reinforced  by 
visible  cultural  differences  which  are  perpetuated  by  the  core.®^ 

The  core  develops  into  a  diversified  industrial  region  but  the 
structure  of  development  in  peripheral  regions  is  made  to  complement 
the  core  and  depend  on  it.  To  the  extent  industrial ization  is  allowed 
in  the  [leriphery  it  is  very  specialized  and  directed  toward  exports, 
making  economic  growth  in  peripheral  regions  very  sensitive  to  price 
fluctuations  in  international  markets.  People  of  the  core  group  tend 
to  retain  control  of  investment,  credit,  and  income  distribution 
decisions.  Due  to  the  development  of  economic  dependence,  wealth  of 
the  peripheral  group  remains  below  the  wealth  of  the  core.  Regional 
economic  Inequality  remains  or  even  increases  as  interaction  between 
the  core  and  periphery  increases.  In  time,  the  peripheral  culture 
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tends  tu  assert  itself  in  opposition  to  the  doaination  of  the  core, 
k'itti  political  problems  growing  out  of  cultural  differences.®* 

Allliough  the  theory  seems  to  have  the  potential  to  provide  a 
useful  perspective  on  the  retardants  to  economic  growth,  it  is  not 
formulated  in  a  rigorous  manner.  Possibly  because  of  its  complex 
socio-pol it ico-economic  nature,  it  cannot  be  stated  in  a  testable 
manner.  As  a  result,  the  implied  cause  and  effect  relationships  of 
these  theoretical  propositions  remain  to  be  verified.  Unfortunately, 
most  of  tlie  literature  exhibits  great  oversimplification  and  almost 
overwhelming  <ontradictions.®®  Hechter’s  work  is  an  important 
contribution  to  a  rigorous  statement  and  verification  of  the  internal 
colonialism  hypothesis  but  much  more  remains  to  be  done.®® 

Tlie  internal  colonialism  model  predicts  that  as  long  as  the 
periphery  remains  under  the  domination  of  the  core  it  will  remain 
underdeveloped.  Interestingly,  aspects  of  the  internal  colonial  model 
seem  to  correspond  quite  well  to  the  perspective  of  many  minority 
uational  ities  incori)orated  within  larger  countries. 

In  Summary 

As  shown  above,  the  understanding  of  how  regional  development 
takes  place  is  by  no  means  common.  Some  theories  envision  backward  and 
developed  regional  economies  converging,  as  time  goes  on,  at  some 
relatively  high  level.  Theories  of  this  type  include  the  neoclassical, 
Hecks' her-Ohl in  and  export  base  hypotheses.  Other  theories  predict 
Hint  development  levels  among  regions  of  a  country  will  diverge  in  the 
shorter  term  but  converge  in  the  longer  term.  These  theories  include 


the  growth  pcile  h>p<)thesis,  and  t  tie  ideas  of  Myrdal  and  Hirschman. 

Still  anottur,  the  internal  colonialism  theory,  pessimistically 
predicts  continuing  divergenie  of  economic  development  levels  among 
regions  so  that  wliile  some  regions  continue  to  grow  others  will  be 
pushed  furtlier  and  further  behind. 

It  seems  obvious  that  our  understanding  of  regional  economic 
development  is  incomplete,  but  before  we  can  improve  our  knowledge  on 
the  subject  it  is  necessary  to  understand  the  way  development  has  been 
perceived  in  the  past.  I  hope  that  this  short  review  helps  those  who 
are  unfamiliar  with  development  lileratuie  to  gain  a  basic  appreciation 
for  the  levels  of  understanding  achieved  thus  far.  I  believe  this  work 
also  points  out  the  need  for  additional  research  in  the  field. 
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to  t(ie  (  iassir-s  jn  Regional  Economic  Development  Theory,"  K\ klos  19 
(1966):  461-78. 

North’s  "Location  Theory"  is  his  seminal  work  on  the  subject. 
Others  include  "The  Spatial  and  Interregional  Framewtork  of  the  U.S. 
Economy:  An  Historical  Perspective,"  Papers  and  Proceedings  of  the 
Regional  Science  Association  (1956);  2G1-9;  "Agriculture  in  Regional 
Economic  Growth,”  Journal  of  Farm  Economics  (Dec.  1959);  943-51;  The 
Economic  Growth  of  the  United  States:  1790  to  1860  (Englewood  Cliffs, 

N J ;  Prent i ci • ,  1961);  G£gwt h  and  Welfare  in  the  American  Past:  A  New 
Economic  History  (Englewood  Cliffs,  NJ :  Prentice,  1966). 

*'  North  defines  a  "staple"  as  a  chief  commodity  produced  by  a 
region.  North,  "Location  Theory,"  247. 

‘  North,  "Location  Theory,"  251-58.  Borts  produced  some  support 
for  convergence  of  incomes  among  US  regions  but  used  aggregate 
production  data  and  ignored  tlie  effect  of  industrial  structure  on 
regional  incomes.  G.  H.  B<nts,  "The  Equalization  of  Returns  and 
Regional  Economic  Growth,"  American  Economic  Review  50  (1960):  319-47. 

Lande  and  Gordon  used  US  data  to  test  a  neoclassical  model  at  the 
industry  level,  looking  for  agglomerative  industries.  Their  work 
relaxed  tlie  usual  assumption  of  a  single  production  function, 
homogeneous  of  degree  one  wfhich  had  been  made  with  earlier  neoclassical 
models  and  incorporated  assumptions  of  supply  associated  with  growth 
poles.  They  concluded  that  forces  supporting  income  convergence  are 
present  in  some  industries  which  are  identifiable.  Neoclassical 
predictions  of  < onvergence  were  upheld  for  ten  of  seventeen  industries 
tested.  Lande  and  Gordon  concluded  that  their  supply  model  explains 
aspects  of  the  income  growth  behavior  in  regions  of  the  US  and  accounts 
for  neoclassical  and  agghvm*:  rative  influences.  Sectorial  strengths  of 
each  of  those  influences  determine  whether  convergent  or  divergent 
factors  dixminate  in  the  aggr^  gate.  They  decided  that  location 
preferoncf-  and  agglomerati v/  officts  helped  explain  the  lack  of 
convorgeiec  in  some  cases.  Their  .esults  agreed  with  Morrison’s  study 
that  suggests  income  differentials  are  not  able  to  fully  explain 
migration.  Paul  S.  Lande  and  Peter  Gordon,  "Regional  Growth  in  the 
United  Stairs:  a  Reexamination  of  the  Neoclassical  Model,"  Journal  of 
Regional  Science  17  (1977):  6i-69;  P.  A.  Morrison,  "A  Demographic 
Assessment,  ')f  New  Cities  and  Growth  Centers  Population  Redistributional 
Strategies,"  Public  Policy  21  (1973):  367-82. 

' See,  for  example:  G.  H.  Borts,  "Equalization,"  319-47;  J.  N. 
Tattersal 1 ,  "Exports  and  Economic  Growth:  The  Pacific  Northwest  1880  to 
1 960 , "  Paners  and  Proceedings  of  the  Regional  Science  Association  9 
(1962):  21.5-31;  H.  S.  rVrloff,  E.  S.  Dunn,  Jr.,  E.  Lampard  and  R.  Muth, 
Regions,  Resources  and  Economic  Growth  (Baltimore:  Johns  Hopkins  IP, 
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1960);  H.  S.  Perldff  and  L.  Wingo,  "Natural  Resource  Endowment  and 
R'  ^iotial  K' onomic  Growth,"  in  J.  J.  Spongier,  cd.  Natural  Resources  and 
ICoiioniic  Growth  (DC:  1961)  191-212;  Bernard  Malamud,  "Regional 

Economic  Growth  anil  Decline;  The  Supply-Side  Contribution,"  Annals  of 
Rettional  Science  21  (July  1987);  1-20;  World  Development  Report  1987 
(New  York;  Oxford  IP,  1987)  ch.  5;  L.  R.  Jha,  "Do  Outward-Oriented 
Policies  Really  Favor  Growth?"  Finance  &  Development  (Dec  1988):  44-5; 
Sarath  Rajapatirana,  "Rejoinder,"  Finance  &  Development  (Dec  1988): 

15-6. 

For  an  emphasis  on  frontier  regions  see:  Lee  Huskey,  "The  Hidden 
Dynamic  in  the  Growth  of  Frontier  Regions,"  Growth  and  Change  16  (Oct 
1985  ):  13-5:5. 

Tiebout  foumi  that  factors  such  as  "business  investment, 
go\eri>m'Ht  expenditures,  and  the  volume  of  residential  construction"  in 
addition  to  exports  affected  regional  income.  In  addition,  he  found 
the  development  of  residentiary  industry  quite  important  in  reducing 
'osts  of  exports.  C.  M.  Tiebout,  "Expoi-ts  and  Regional  Economic 
Gri.>wlh,'‘  Journal  of  Political  Economy  64  (  1956)  161;  Seymore  Edwin 
tiairis,  Internatioi;al  and  Interregional  Economics  (New  York:  McGraw, 
1957  ):  ]r,9. 

North,  "Location  Theory,"  248. 

Richardson,  Theory  17-8.  The  difficulty  of  defining  and 
measuring  exogenous  income  was  illustrated  in  R.  E.  Bolton,  Defense 
Purchases  and  Regional  Growth  (DC:  Brookings,  1966)  48-9. 

For  an  attempt  to  improve  the  economic  base  multiplier  see;  John 
Merrifield,  "A  Neoclassical  Anatomy  of  the  Economic  Base  Multiplier," 
Journal  of  Regional  Science  27  (1987);  283-94. 

Bert  Helmsing,  "Dependency  or  Differentiation?  Regions  and 
Industrialization  in  Columbia,"  Ti.idschrift  voor  Economische  en  Sociale 
Geograf ie  76  (1985):  130. 

Borts  and  Stein  examined  changes  in  economic  relationships  as 
regions  developed  and  found  that  export  base  and  regional  differentials 
111  wage  levels  exerted  considerable  and  equal  weight  in  explaining 
ii  gioiial  growtli  differences  in  the  US.  Both  factors  were  held  to  be 
impoitant  since  either  may  support  investment  expansion  and  regional 
fconomic  growth.  G.  H.  Borts  and  J.  L.  Stein,  Economic  Growth  in  a 
Free  Market  (New  York:  Columbia  UP,  1964)  121,  132. 

Foi  other  supporting  works  see,  for  example:  J.  R.  P.  Friedmann 
and  W.  Alonso,  eds. ,  Regional  Development  and  Planning:  A  Reader 
(Cambridge,  MA;  MIT  P,  1964);  and  Gabriel  G.  Manrique,  "Foreign  Export 
Orientation  and  Regional  Growth  in  the  U.S.,"  Growth  and  Change  18 
(1987):  1-12. 

Frangois  Perroux,  "Note  on  the  Concept  of  "Growth  Poles," 

I  t  ans.  ()>  Linda  Gates  and  Anne  Marie  McDermott,  in  McKee,  Dean,  and 
l.iahay.  Regional  Economics.  94.  Originally  published  a-  "Note  sur  la 
notion  d*  'p  le  de  croissance ’ , "  Materiaux  pour  une  analyse  de  la 
ri>issa»ce  econumigue ;  Cahiers  de  I'lnst itut  de  Science  Economioue 
Appl i quee .  Serie  D,  8  (1955). 

Other  writers  on  "growth  poles"  include  T.  Milhau,  "La  Theorie  de 
la  Croissance  et  L’Expansion  Regionaie,  Economiaue  Appliauee  9 
(1956)349-66;  U.  K,  Hicks,  F.  G.  Carnell,  W.  T.  Newlyn,  J.  R.  Hicks  and 
\.  H.  Bircii,  Federalism  and  Economic  Growth  in  Underdeveloped  Countries 
(London:  1961)  77;  W.  H.  Nicholls,  "Industrialization,  Factor  Markets, 
auii  Agricultural  Development,"  Journal  of  Political  Economy  69  (1961); 


319-40;  M.  ’'Aspects  Geogr.'iph Iques  de  la  Polarisation," 

T iers-Monde  l  (1903)  559-008. 

26  rr ovois  Perronx,  "Economic  Spare;  Theory  and  Applications," 
Qiiarter  1  v  Jt.nrnal  of  Economics  64  (Feb  1950):  90-7. 

Niles  M.  Hansen,  "Development  Pole  Theory  in  a  Regional 
Context,"  Iv  [n  s  20  (  1967),  reprinted  in  McKee,  Dean,  and  Leahy, 
BcAtoOai  Econom i cs  124. 

Hansen,  "De’,  clopmc'nt  Pole  Theori  , "  125-26. 

Hanseii  summarized  three  basic  characteristics  of  a  propulsive 
industry  or  firm  Lnat  qualify  it  .as  a  growth  pole:  ’’First,  it  must  be 
relalivi.’ly  larg*.'  rn  order  to  assume  that  it  will  generate  sufficient 
direct  and  potentially  indirect  effects  to  have  a  significant  impact  on 
the  ecoiu'mv ;  secoiui,  it  must  be  a  relatively  fast-growing  sector;  and 
third,  the  quantity  and  intensity  of  its  interrelations  with  other 
sectors  should  be  important  so  that  a  large  number  of  induced  effects 
will  in  fact  be  transmi ttetl.  Hansen,  “Development  Pole  Theory"  129, 

Hansen,  "Development  Pole  Theory,"  127. 

ruumer  Myrdal,  Economic  Theory  and  Under-Developed  Regions 
(London,  Gt .  Brit.;  Dtickworth,  1957)  133. 

^ '  A ! be r t  (1 .  Hi rschman ,  The  Strategy  of  Economic  Development  (New 
Haven,  Cl:  Vale  UP,  1958)  183-201. 

’’2  For  growth  poles  associated  with  urban-industrial  centers  see: 
V.  K.  Rut  tan,  "The  Impact  of  Urban-Industrial  Development  on 
Agriculture  in  the  Tennessee  Valley  and  the  Southeast,"  Journal  of  Farm 
Economics  37  (1955)  5G;  and  W.  W.  Rostow,  Views  from  the  Seventh  Floor 
(New  York:  Harper,  1964)  123-4. 

For  t  h',’  broader  view  see;  John  Rembert  Peter  Friedmann,  Regional 
Development  Policy.  A  Case  Study  of  Venezuela  (Cambridge,  MA;  MIT  P, 
1966)  28-37.  ' 

[.('land  S.  Burns,  "Regional  Economic  Integration  and  National 
Economic  Growth,"  Regional  Studi6»s  21  (Aug  1987):  327-39. 

For  disagreement  on  the  impact  of  large  industry  compare: 
Political  and  Economic  Planning,  Regional  Development  in  tlie  European 
Economic  Community  (London:  Political  and  Economic  Planning,  1962)  51; 
Philippe  Aydalol,  "Note  sur  les  economies  externes  et  quelques  notions 
connexes,"  Revue  econom ique  16  (Nov  1965):  967-68,  referenced  in 
Hansen,  ’'ne\  elopment  Pole  Theory,"  131. 

For  support  of  cumulative  growth  and  spread  effects  see  notes  51 
and  53. 

I.  r.  Stabler,  "Exports  and  Evolution:  The  Process  of  Regional 
Change,"  Land  Economics  44  (1968):  12. 

Ideas  on  stages  of  deve lopmf  iit  go  back  to  Saint-Simon,  and  many 
German  writers.  List  believed  t’nat  each  country  went  through  five 
phases  of  de\elopment:  savagery;  pastoral  life;  agriculture; 
agricultuie  and  manufact.ures ;  agr Lcuitv're,  manufactures,  and  trade. 
Hildebrar.d  emphasized  stages  of  exrhangt*  r(*i  it. ions:  "natural"  or  barter 
economy,  moi.iy  economy,  and  credit  economy.  Bucher  associated  stages 
with  the  locus  of  economic  transactions:  independent  household  economy, 
producing  only  for  one’s  own  household;  town  economy,  with  specialized 
product  ion  ari  l  direct  exchange  of  produc  ts  tx-tween  producers  and 
consumers;  and  a  national  socioeconomic-  system,  including  production 
for  wholcsalr*  and  a  wide  distribution  of  goods.  For  example  see:  Henri 
Saint-Simon,  Oeuvres  de  Saint-Simon  et  d’Enfaiitin.  47  vols.  (Aalen: 

Otto  /a  llcr,  1963);  Friedrich  List,  The  National  System  of  Ppl.itic^l_ 
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lu  i.'i.ijin.v  ,  S.  Lloyd  (trans.)  ([18411;  Ntw  York:  Longmans,  1928); 
l^i'iiiii-  Hi  ld'’i)rand,  "Natural-  Geld-  und  Kroditw irtschaf  t ,  "  in  Jahrbiicher 
fiir  Va I:  Iona lokoiiomie  und  Statistik.  2  (1864)  1-24;  Karl  Bucher,  Die 
der  V'olkswirtschaft  ( 1893 ) . 

Hoovor  thought  df\ elopnient  begaji  with  a  move  by  societies  out  of 
s>  If-suff icient  subsistence  agriculture,  through  agricultural  and 
minera 1 -based  industries,  to  a  reliance  on  industry  and  tertiary 
acti\ilies  oriented  to  export  markets.  Fisher  held  similar  Ideas. 

I.dgar  M.  Hoover,  Lpcat  ion  Theory  and  the  Slioe  and  Le*ather  Industries 
(Cambridge,  MA;  Harvard  UP,  1937)  284-5;  The  Location  of  Economic 
tct i\ ity  (New  York:  McGraw ,  1948)  187-96;  Edgar  M.  Hoover  and  Joseph  L. 
Fishei',  "Research  in  Regional  Economic  Growth,"  Problems  in  the  Study 
of  Economic  Growth  (New  York:  Natl  Bur  of  Econ  Research,  1949)  175-88; 

.1 .  L.  Fisher,  "Concepts  in  Regional  Economic  Development,"  Papers  and 
Proceedings  of  tlie  Regional  Sciences  Association  1  (1955):  3-14. 

For  population  changes  associated  with  stages  of  development  see: 
william  Alonso,  "Five  Bell  Shapes  in  Development."  Papers  of  the 
Regional  Science  Association  45  (1980):  7-11;  T.  Miyao,  "Rural  and 
( rban  Population  Changes  and  the  Stages  of  Economic  Development:  A 
(riifiin!  Approach,"  Environment  and  Planning  15  (  1983):  1  161-74. 

Coffey  and  Polese  envisioned  regional  growth  taking  place  in  four 
stages.  First,  local  entrepreneurship  emerges  with  the  creation  of 
local  firms.  Second,  local  firms  expand  and  grow  beyond  the  region. 
This  expansion  is  founded  on  locational  advantages  and,  importantly, 
the  comparative  advantages  the  region  developed  because  of  its 
efi(  repreneurs  and  other  inhabitants.  This  must  be  fed  by 
entrepreneurial  capacity  and  knowledge.  In  stage  three,  as 
extraregional  branches  of  the  region’s  firms  grow,  local  control  of 
enteriirises  must  be  maintained  or  increased.  In  stage  four,  local 
firms,  with  their  labor  forces  and  entrepreneurial  class,  will  provide 
a  regional  economic  structure  that  is  able  to  adapt  itself  and  the 
output  of  the  economy  as  necessary.  This  optimistic  picture  relies  on 
local  involvement.  But  if  the  first  impetus  to  growth  is  from  external 
investors  and  entrepreneurs,  investment  will  tend  to  concentrate  in 
I'riraary  resource  extraction,  limiting  human  development.  Any  firms 
^ontroll'd  by  local  entrepreneurs  able  to  expand  into  distant  markets 
wc>uld  be  purchased  by  external  investors.  There  would  be  a  continual 
outmigration  of  valuable  human  resources  and  the  economic  structure 
produced  would  depend  on  foreign  owners  and  exports.  William  J. 
roffey,  and  Mario  Polese,  "The  Concept  of  Local  Development:  A  Stages 
Model  of  Endogenous  Regional  Growth,"  Papers  of  the  Regional  Science 
Assoc  ial ion  55  (  1984):  1-12. 

W.  W.  Rostow  in  collaboration  with  Richard  W.  Hatch,  An 
American  Policy  in  Asia  (New  York:  Technology  P  of  MIT  and  Wiley,  1955) 
13-4;  "The  Take-Off  Into  Self-Sustained  Growth,"  Economic  Journal  66 
(1956):  25-48;  "Tlie  Stages  of  Economic  Growth,"  Economic  History  Review 
2nd  ser.  12  (1959):  1-16;  The  Stages  of  Economic  Growth:  A  Non- 
Communist  Manifesto.  2nd  ed.  (Cambridge,  UK:  U  Printing  House,  1971). 

In  An  American  Policy  in  Asia  and  "The  Take-Off  Into  Self-Sustained 
Growth"  Rostow  spoke  of  a  traditional  society  and  three  stages.  With 
I  he  publication  of  "The  Stages  of  Economic  Growth"  he  seems  to  have 
( larifieil,  if  mvt  expanded,  his  definition  of  stages,  designating  five. 


Ill  iKit*'  of  "Tlie  Takf'-Ofr  into  Self-Sustained  Growth"  and  on 
page  1  *jf  til-  Mie  Stages  of  F.conoroie  Growth.  Kosttiw  stated  his  concept 
of  grc'Wtii  i,,iilies  to  regions  of  counLries  as  well  as  entire  countries. 

Ro-.tow,  Stages  71. 

Rostow,  Stages  8-9 

Rost'is,  Stages  39.  .Although  the  quote  specif icaii>  refers  to 
na!  i"iial  ii\>  omi-,  based  on  pagt'  1  of  this  book,  Ro.stow  seems  to  intend 
that  the  same  percentage  be  jqqilied  to  regions.  Rostow  also  noted  on 
this  page  tha*  here  "’manufacturing’  is  taken  to  include  tne  processing 
of  agricultural  proa acts  or  raw  materisls  by  modern  methods..." 

Rostow,  Stages  71. 

^  Rvstnw,  Stages  59. 

Restow.  St  ages  70--1.  Booth’s  research  suggested  that  after 
regions  niMiergo  long  periods  of  rapid  economic  growth  they  lend  to 
e.xperienc"  low  or  negativ'  growth  for  some  timt.  This  period  is 
eventually  followed  lay  economic  recovery  and  an  increasing  rate  of 
economic  activity.  This  process  is  said  to  he  part  of  a  long  wave  of 
uneven  regional  growth.  Douglas  K.  Booth,  "Long  Waves  and  Uneven 
Growth,"  .Southern  Economic  Journal  53  (Ocl  1986):  148-60. 

^  Cairncross  criticized  Rostow  for  trying  to  build  a  model  with 
a  few  "al 1 -('mbraci ng  variables,"  since  patterns  of  growth  seem  to  vary 
■SO  widely.  Hagen  and  Higgins  disagreed  with  Caiincross,  considering  it 
important  to  seek  patterns  of  growth.  Hagen  argued  that  the  important 
thing  is  not  whether  Rostow’s  ideas  "ignore  some  complexities  of 
reality,  but  whether  they  are  congruent  with  reality  in  respects  which 
make  them  useful  for  its  an.alysis."  Meier  considered  Rostow’s  model 
"more  substantial  ...  more  analytical  and  related  to  a  wider  range  of 
issues"  that  help  "isolate  the  strategic  factors  which  make  for  change" 
than  presented  by  any  previous  stage  theories.  .A.  K.  Cairncross, 
"Essays  in  Bibliography  and  Criticism,  The  Stages  of  Economic  Growth," 
Economic  History  Review,  Second  Series,  13  (1961);  451;  Everett  E. 

Hagen ,  On  the  Theory  of  Social  Change:  How  Economic  Growth  Begins 
(Homewood,  IL:  Dorsey  P,  1962)  514;  B.  Higgins,  "Review  of  On  the 
Theory  of  Social  Change:  How  Economic  Growth  Bogins,  by  Everett  E. 
Hagen,"  Journal  of  Political  Economy  72  (1964):  627-30;  Gerald  M. 

Meier,  Leading  Ij-isiies_  in  Development  Economics,  (New  York,  Oxford  UP, 
1964)  25. 

Tlio  testability  of  individual  aspects  of  Rostow’s  theory  has  been 
the  subject  of  dispute.  For  example,  Hagan  agreed  that  the  "upward 
surge  in  the  rate  of  investment  (and  presumably  also  the  rate  of 
growth)  during  a  crucial  period  of  takeoff"  proposed  by  Rostow 
identified  a  specific  cpiant i f iabl e  criterion  but  found  other  stages 
difficult  to  distinguish.  Cairncross  and  others  strongly  criticized 
the  lack  of  (lel  iiiitioTi  of  stages.  Everett  E.  Hagen,  The  Economics  of 
Development .  3rd  ed.  (Homewood,  IL.  Irwin,  1980)  82;  Cairncross, 
"Essays"  151,  456;  Stcpheii  Enke,  Economics  for  Development.  (Englewood 
Cliffs:  Pr<  nt  ii--,  1964  )  201-3;  Ian  Drummond,  "Review  of  ’The  Stages  of 
Economic  tit"wth'  by  W.  W,  Ro.sl.ow,"  Canadian  Journal  of  Economics  and 
Po  1  i  t  i ca i  Sc  I  cm  ■  ,  2  7  (1961):  113;  Simon  Kuz.net s,  " Notes  on  the 
Take-Off,”  w,  w.  Ristow,  ed. ,  The  Economics  of  Take-Off  into  Sustained 
Growth .  Proceedings  of  a  Conference  held  b.v  the  International  Economic 
Association  ( N<>w  York;  St  M.irtin’s,  1963)  27,  37,  39;  Habakkuk, 

"Review"  rr)2;  llagiui,  "Growth  Begins"  517-19. 
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For  those  who  criticize  the  lack  of  specific,  identifiable  links 
between  stages  see  for  example:  Cairncross,  "Essays"  451;  Paul  A.  Baran 
and  E.  J .  Mohsbawm,  "The  Stages  of  Economic  Growth,"  kyklos  14  (1961): 

Drummond,  "Review"  ll.'i;  Enke,  Development  202-03;  Goran  Ohlin, 
"Reflections  on  the  RosLow  Doctrine,"  Economic  Development  and  Cultural 
t’haiii^e  9  (1961):  649;  J.  H.  Habakkuk,  "Review  of  The  Stages  of  Economic 
Growth  by  W.  W.  Rostow,"  Economic  Journal  71  (1961):  601. 

Critics  have  also  been  unable  to  identify  a  regular  pattern  of  ten 
or  twenty  year  periods  in  which  investment  rates  rose  quickly  to 
support  take-off  of  developed  countries.  Cairncross,  "Essays"  454-56; 
Hagan,  "Economic  Si rncture  and  Economic  Growth:  A  Survey  of  Areas  in 
Which  Research  is  Needed,"  The  Comparative  Studv  of  Economic  Growth  and 
Struct  ui  e  (New  'idrk:  Natl  Bur  of  Econ  Research,  1959)  132;  Hagan, 
"Growth  Begins"  519-20;  Kuznets,  "Notes"  35;  North,  "A  Note  on 
Piofessor  Rostow ’s  "Take-Off"  Into  Self-Sustained  Economic  Growth," 
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Study  of  Economic  Growth,  The  Comparative  Studv  of  Economic  Growth  and 
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1  '-ading  266-72;  J.  Meynnud,  Social  Change  and  Economic  Development. 
(Paris:  I NESCO,  1963)  9-22. 

•'  Rostow,  Stages  64.  Myrdal,  Hirschman  and  Liebenstein  have 
also  emphasized  the  importance  of  human  initiative.  For  example  see, 
Myrdal,  Theory  27;  Hirschman,  Strategy  7-20;  Harvey  Leibenstein, 

"\-ef f ic iency :  From  Concept  to  Theory,"  Challenge  (Sept-Oct  1979): 

13- 22. 

Some  hold  that  Rostow ’s  ideas  are  not  applicable  generally  but 
apply  to  a  certain  group  of  economies.  For  example  see:  H.  B.  Chenery, 
"Patterns  of  Industrial  Growth,"  American  Economic  Review  50  (1960): 
615,  651;  Enke,  Development  204-5;  J.  R.  Hicks,  Essays  in  World 
Fa.onomies  (Oxford,  GL.  Brit.:  Clarendon,  1959)  182-3;  B.  F.  Hoselitz, 
"Patterns  of  Economic  Growth,"  Canadian  Journal  of  Economics  & 

Political  Science  21  (1955):  417-8;  Kuznets,  "The  State  as  a  Unit  in 
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29-31;  "International  Differences  in  Income  Levels:  Reflections  on 
Their  Causes,"  Economic  Development  and  Cultural  Change  2  (1953-54): 

14- 6;  North,  "A  Note"  75;  V.  W.  Ruttnn,  "Discussion:  The  Location  of 
Eciutomic  Activity,"  Journal  of  Farm  Economics  41  (1959):  952-4. 

Fairbank,  et  al.  posit  two  basic  patterns  of  industrialization  and 
"intermediate  cases  in  winch  intricate  interplays  of  exogenous  and 
eiidc>gen(ius  factors  produced  disequi  1  ibrating  forces."  They  found 
Rostow’s  model  fit.  West  European  countries  and  call  it  one  basic 
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pattern.  Tin-  pattern  has  "five  phases  characterized  by  (1) 

traditional  cni  1 1 ibr i nra ,  (2)  tht  rise  of  disequilibrating  forces,  (3) 
gestation,  (1)  breakthrough  or  ...  take-off,  and  (5)  self-sustaining 
growth."  .J .  K.  Fairbank,  A.  Fckstein,  and  L.  S.  Yang,  "tconomic  Change 
in  Early  Mcvtern  China;  An  Analytic  Framework,"  Rconoinic  Develooment  and 
Cultural  Ch.antie  0  (1980);  1-2. 
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m.'iny  of  toiia>’s  i  ,'ss  de,ei'>p.»d  countries.  The  significant  diffeience 
is  that  wiiile  the  -cos  which  move  the  traditional  society  in  Rostow  ’  r, 

model  are  primarii,  ^^’idogen,  .u  i ,  :  he  disequ  1 1  j  brat  ing  forces  in  the 
second  partem  at  '  ..siia.i  iy  exogetions.  Fairbank,  et  al.  found  their 
alternate  iiM*t‘^''r  f" ' '  tho  ,  \  of  India,  rhina-  and  most  other 

rar  Eastern  are.is  tatter  than  Rostow’s  model.  Fairbank,  Eckstein, 

Yang,  2-25. 
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Theory. 
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growtli.  Myrri  il,  JJitairy;  31. 

My.  iai  )/cu!e.i  the  absence  of  free  markets  in  the  deveJoped 
countries  l.ut  faile'l  to  mention  the  hindrances  Lv>  'ffective  market 
operation  in  less  developed  countries  whei'e  he  condemnefl  the  "free 
play"  of  I  h<  market.  Myrdal,  Theoryy  39-40,  49. 
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Puroir'an  Congress  10  (1962):  159;  A.  A.  L.  Caesar,  "Planning  and  the 
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Papers  5  (I'dnC). 
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verified  in  t.  Blum,  "Effects  of  Transportation  Investments  on  Regional 
Growtli:  A  Theoretical  and  Empirical  Investigation,"  Papers  of  the 
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Furtado  due  to  the  method  of  analysis  applied  in  the  study.  Increasing 
disparities  do  .s<  t  m  to  liave  occurred  in  Italy,  Mexico  and  Lganda.  Th^- 
stage  of  (ievflopraent  of  those  three  countries  and  the  periods  studied 
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framework.  Wage  levels  and  regional  per  capita  incomes  do  seem  to  have 
converged  in  the  United  States.  These  and  other  studies  can  be 
understood  to  support  Hirschman’s  idea  of  increasing  divergence  in 
early  development  changing  to  convergence  in  more  advanced  development. 
There  is  also  some  evidence  that  the  larger  the  geographic  size  of  a 
country,  ♦h'-  grc’ater  "egional  inequality  during  any  point  of 
devtvlopraenl  . 
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example,  Baer  "Growth  in  Brazil"  268-85;  Celso  Furtado,  Conselho  de 
Desenvo 1 vimcnlo  do  Nordeste,  A  Policy  for  the  Economic  Development  of 
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Economic  Growth"  335;  Sturmthal,  "F.conomic  Development,"  201;  Elkan, 
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Developing  Nortiieast  33-34,  4i-4H;  F.  Arcangeli,  C.  Borzagn  and  S. 
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(1988);  1155-59. 
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lipid  |ier  capita  income  growth  inhibited  the  equalization  of  income  and 
the  pace  of  spatial  integration.  Burns,  "Integration,"  337-38. 

For  comments  on  size,  see:  Williamson,  "Regional  Inequality,"  15. 

Jose  da  Silva  Costa,  Richard  W.  Ellson,  and  Randolph  C. 

Martin,  "Public  Capital,  Regional  Output,  and  Development:  Some 
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development.  Dominick  Salvatore,  "The  Operation  of  the  Market 
Merrhanism  and  Regional  Inequality,"  Kyklos  25  (1972):  535-6. 

Myrdal ,  Theory. 
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Hirschman,  Economic  Development  5. 

Hirschman,  Economic  Development  183. 

Hirschman,  Economic  Development  5. 

Hirschman,  Economic  Development  183. 

One  cause  is  attributed  to  investors  who  overestimate  benefits 
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Economic  Development  184-5. 

Hirschman,  Economic  Development  185. 
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